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August 28,2002 

Chairman William Mundell 

Arizona Corporation Commission 
DOCKETE 

8 8 26102 Arizona Corporation Coinmission 
1200 W. Washington 
Phoenix, AZ 

SUBJECT: Docket NO. W-01303A-01-0983 
Anzona-American Water Company 
Amendment to Applicalivn for Waiver and Notice of Intent to Keorganize 

Dear Mr. Mundell, 

The Sun City Taxpayers Association (SCTA) is not intervenor on the aforementioned docket. I 
am Writing to you today a s  the Chairman of the Utilities Committee of the SCTA and as  a 
concerned citizen. 

The SCTA has been investigating the acquisition of Arizona-American (AZ-AM) by RWE AG. 
One of our directors wrote an editorial for the Dairy News Sun on the subject (see attached). 
Then the article ‘Vital question: Who owns the world’s water?” appeared in Sunday’s Arizona 
Republic (see attached) with RWE AG prominently mentioned. Sun City has been “through the 
mill” as they say with its water utihties and we are very concerned about the impacts of this 
acquisition on our community. 

Our research has indicatcd that we are not alone in our concerns. The Public Service 
Commissions, the equivalents of the ACC, of both Kentucky and West Virginia have madc 
approval of the acquisition in their respective states conditional. One ofthe conditions allow for 
the freezing of rates for upwards of four years after the acquisition. Both Kentucky and West 
Virginia wanted to insure that the costs of acquiring American Water Works (AAW) would not 
be passed along to customers. PSC staff analysts were concerned that their respective AAW 
subsidiaries would not be able to get a reasonable rate of return on their investment after the 
acquisition, but didn’t want the ratepayers to pay the price. Delaying rate increases also 
eliminated the subsidiaries from making frequent requests to the PSCs for rate increases. In 
West Virginia, AAW employees were given large retention bonuses. The PSC staff included a 
condition that would not allow those costs to be passed on to ratepayers. On the upside, staff 
included a condition that any cost savings generated by the acquisition would be passed through 
to consumers, maybe even a rate cut. Also included, the nibsidiary’s accessibility to the lower 
cost of capital the acquisition would provide at  a lower cost for ratepayers for any improvements 
and expansion plans. 
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What the SCTA wants to know is this: Are we going to get any of these assurances? Has the 
ACC staff taken these same concerns under consideration in their negotiations? We don’t want 
the ACC to put a “rubber stamp” on this acquisition without a thorough review. 

Please respond to the SCTA, in writing, with your evaluation and current status of this docket. 
Your prompt attention to this matter is appreciated. 

I Sincerely, 

I 
I Utilities Committee 

Attachments 
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